Municipal Credit

Analyzing and Financing a Municipal Housing Strategy

Bielsko-Biala, Poland

Background

In June 1996, the city council of Bielsko-Biala unanimously approved a housing stra-
tegy that recognized both the continuing role of public housing and the need to marshal
financing from diverse external sources. The strategy calls for investment in rehabilita
tion of public housing, renovation of the historic market square, and assembly of land
parcels for sale to private developers. The city wasinitialy tempted to finance the stra-
tegy using a municipal bond backed by general revenues, but it became clear that the
city alone could not finance the 12 housing initiatives approved in principle. The city
decided on a more deliberate approach to assess municipal finances and creditworthi-
ness and to analyze in detail the financial requirements of the housing strategy.

Innovation

A municipal bond committee was established to estimate financing requirements and
identify sources of long-term funding for the various programs. A municipal financial
analysismodel (“GMINA FAM”) was used to analyze the projected operating budget
revenues and expenditures, the city’s combined capital investment plans, debt-carrying
capacity, and the impact of planned investments on the city’ s budget. The analysis was
presented to Bielsko-Biala s bond committee, management, board, and council.

For each of the 12 proposed programs, the city defined the objectives, technical
approach, participation criteria, and other characteristics; identified target beneficiaries
and expected results; identified significant risks that could affect the expected results;
estimated net financial impact; and determined performance indicators for monitoring
and evaluating each program. These elements were reported in a common format,
providing clear and concise information that would help municipal decision-makers
decide which programs would be most effective in pursuing the city’s strategic objec-
tives and estimate their impact on the city budget. Some projects were found to have
negative rates of return, leading to a net drain on the budget; others were projected to
yield positive rates of return.

The results of the financial analysis revealed that the city could prudently incur less
than one-third of the new debt that it had initially planned. Maximum annual ceilings
for capital expendituresin individual budgetary categories were determined based on
municipal budget projections for the next 10 years. This analysis ultimately became the
basis for several banks evaluation of Bielsko-Biala s creditworthiness and led to the
conclusion that a 10-year credit line from a commercia bank would be more advan-
tageous than amunicipal bond issue.

Results

To implement its housing strategy,
the city of Bielsko-Biala used a
municipal financial analysis model
to analyze the projected operating
budget revenues and
expenditures, the city’s combined
capital investment plans, debt-
carrying capacity, and the impact
of planned investments on the
city’s budget. Armed with this
information, the city reduced its
ambitious borrowing plans and
negotiated a line of credit with a
commercial bank, allowing more

flexible financing that can be
adjusted to match the cash flow
profiles of the various housing

For more information contact:

Jerzy Krawczyk, Vice President,
Urzad Miasta Bielska-Bailej

Tel. 48-33-14-59-31 or 48-33-14-
29-44



This was the first time that municipal administrative staff went to such great lengthsto
assess the long-term impacts of borrowing and investment plansin order to choose a
prudent and responsible financing strategy. Individual housing programs also were
subjected to an unprecedented level of financial and cost/benefit analysis. In the process
of developing and financing a housing strategy, private-sector participation has
increased markedly—Dby the bank that provided the commercial credit, by individual
residents and small businesses that were interested in renovation, and by nongovern-
mental entities, such as housing cooperatives and private developers. The rigorous
financial analyses resulted in more realistic and flexible design and financing of the
housing programs, and 11 of the 12 housing-related investments that the city identified
astop priorities are now being implemented.



Municipal Credit

Applying Long-Term Lending Schemes for

Infrastructure
Dzerginskiy and Volgograd, Russia

Background

Russian cities are enduring a serious crisisin financing capital investments in housing
infrastructure. Strained municipal budgets are not able to satisfy the growing needs of
cities for reconstruction and improvements of their infrastructure; engineering networks
arefaling into disrepair and decay; the quality and timeliness of communal services are
declining; and the costs of providing maintenance and adequate levels of serviceis
increasing. The lack of practical tools and training are critical constraints on the ability
of local governments to develop financing schemes that are attractive to lenders.

Innovation

A Russian nonprofit organization called the Institute for Urban Economics (IUE),
whose mission is to analyze and promote solutions to social and economic problems of
cities and regions, developed long-term lending schemes for infrastructure in early
1997. The god of the lending schemes was to help Russian cities and regional admin-
istrations generate funds for rehabilitation and development of housing and utilities. A
package of documents, including financing schemes and sample agreements, was
provided to cities for use in various lending scenarios. The financing schemes use the
savings realized by reducing the cost of providing communal servicesto repay the debt.
They explain how to use borrowed funds to finance reconstruction of the city infra-
structure, suggest new types of collateral for loans (e.g., rights-of-claim pledge for
communal payments for the services rendered by the utility), and provide sample
contracts for carrying out lending procedures.

Results

Long-term lending schemes for infrastructure have been discussed with a number of
Russian banks, and several cities in Russia are using the financing schemes to address
their infrastructure needs. The lending schemes have been adapted for heating, water
and sewer and gas industries, and with minor adjustments, they could be used for other
types of infrastructure needs. The city of Dzerginskiy has purchased capital equipment
for modernization of its water treatment system within the framework of an installment
sale contract. And the city of Volgograd used a lending scheme as the basis for a
project to modernize its heating system. IUE’s collateral schemes are being used by the
“Incom-leasing” project for the preparation of these deals.

Municipal Credit

Applying Long-Term Lending Schemes for

Infrastructure
Dzerginskiy and Volgograd, Russia

Summary

To help local governments
generate funds for infrastructure
improvements, an indigenous
nonprofit organization developed a
package of information, including
suggestions for financing and
sample materials. Dzerginskiy and
Volgograd are among the Russian
cities that have taken advantage of
these resources to obtain
financing.

For more information contact:

Pavel Svistunov, Institute for
Urban Economics, Moscow
Tel. (7-095) 280-0735

G.l. Tomarev, Head of Rayon
Administration, city of Volgograd
Tel. (7-8442) 75-34-66

Aleksandr Shitnev, Head of
“Incom-Leasing” Project, Moscow
Tel. (7-095) 755-9130



Background

Russian cities are enduring a serious crisisin financing capital investments in housing
infrastructure. Strained municipal budgets are not able to satisfy the growing needs of
cities for reconstruction and improvements of their infrastructure; engineering networks
arefaling into disrepair and decay; the quality and timeliness of communal services are
declining; and the costs of providing maintenance and adequate levels of serviceis
increasing. The lack of practical tools and training are critical constraints on the ability
of local governments to develop financing schemes that are attractive to lenders.

Innovation

A Russian nonprofit organization called the Institute for Urban Economics (IUE),
whose mission is to analyze and promote solutions to social and economic problems of
cities and regions, developed long-term lending schemes for infrastructure in early
1997. The god of the lending schemes was to help Russian cities and regional admin-
istrations generate funds for rehabilitation and development of housing and utilities. A
package of documents, including financing schemes and sample agreements, was
provided to cities for use in various lending scenarios. The financing schemes use the
savings realized by reducing the cost of providing communal servicesto repay the debt.
They explain how to use borrowed funds to finance reconstruction of the city infra-
structure, suggest new types of collateral for loans (e.g., rights-of-claim pledge for
communal payments for the services rendered by the utility), and provide sample
contracts for carrying out lending procedures.

Results

Long-term lending schemes for infrastructure have been discussed with a number of
Russian banks, and several cities in Russia are using the financing schemes to address
their infrastructure needs. The lending schemes have been adapted for heating, water
and sewer and gas industries, and with minor adjustments, they could be used for other
types of infrastructure needs. The city of Dzerginskiy has purchased capital equipment
for modernization of its water treatment system within the framework of an installment
sale contract. And the city of Volgograd used a lending scheme as the basis for a
project to modernize its heating system. IUE’s collateral schemes are being used by the
“Incom-leasing” project for the preparation of these deals.

Economic Development and Planning

Developing a Pro-Investment Climate and
Strategy

Novgorod, Russia

Summary

To help local governments
generate funds for infrastructure
improvements, an indigenous
nonprofit organization developed a
package of information, including
suggestions for financing and
sample materials. Dzerginskiy and
Volgograd are among the Russian
cities that have taken advantage of
these resources to obtain
financing.

For more information contact:

Pavel Svistunov, Institute for
Urban Economics, Moscow
Tel. (7-095) 280-0735

G.l. Tomarev, Head of Rayon
Administration, city of Volgograd
Tel. (7-8442) 75-34-66

Aleksandr Shitnev, Head of
“Incom-Leasing” Project, Moscow
Tel. (7-095) 755-9130



Background

In the early 1990s, Novgorod Oblast (County) was ranked 63 out of Russia’'s 89
counties in terms of investment potential. Unemployment was high, factories werein
disarray, and 49,900 people had lost their jobs. Between 1990 and 1995, production
dropped 41 percent. The defense industry, once the mainstay of the manufacturing
sector, halted its orders. Further complicating the situation was the lack of strategic
natural resources or heavy manufacturing potential in Novgorod.

Innovation

In the mid-1990s, the Novgorod Oblast administration launched a campaign to become
aleading investment-oriented region in Russia. The county administration experi-
mented with anew real property tax, established the Novgorod Investment Promotion
Agency, developed progressive pro-business legislation and tax investment incentives
for both Russian and foreign investors, and initiated a series of reforms designed to
attract business.

With assistance from the donor community, Novgorod set forth the parameters that
guide its investment policy. First, the terms negotiated for any investment cannot be
changed to the detriment of the investor, even if there are legidative changes on the
federal level. Second, Novgorod does not discriminate between foreign and domestic
investment. These two points, as well as specific tax incentives, were discussed and
approved at an open forum as part of atota “Concept for Growth in the Novgorod
Oblast.” The county administration presented the development plan to the public for
discussion, revision, and approval.

Results

Novgorod' s legislation, the government’ s pro-business attitude, and its new practice of
including citizens in the process have paid off. Today, Novgorod is recognized through-
out Russia by commercia organizations and the international donor community as a
leader in implementing innovative economic and democratic reforms. The county has
secured approximately $600 million in foreign investment, with commitments of up to
$2 billion. Cadbury Schweppes selected Novgorod Oblast as their first choice of the site
of anew $150-million factory, Stimorol is opening a $100-million chewing gum
factory, and Owens lllinois recently announced its plans to invest $100 millionin a
glass bottle manufacturing facility. Several smaller investments include Dresser Indus-
tries, Lucent Technologies, and Alphagraphics.

Novgorod’ s location in northwest Russia, between St. Petersburg and Moscow, has
made local officials recognize the importance of working with other counties and
regions, and the experiences of the oblast are being replicated in other communities
throughout Russia. In June 1998, the former vice governor of the Novgorod Oblast
established the Foundation for Strategic Initiatives, which assists regional and local
governments to develop pro-business legidation and practices. The foundation works
actively in the regions throughout Russia, as well as at the federal level on investment
poalicies, to bring Novgorod' s success to al of Russia.

Economic Development and Planning

Bolstering the Tourist Economy
Mikolajki, Poland

Summary

To attract investment and increase
jobs, Novgorod Oblast adopted a
progressive investment promotion
strategy, including new laws,
policies, and tax incentives. Its
efforts have resulted in a boom in
foreign investment—3$600 million
to date, with addition commitments
of $2 million.

For more information contact:

Mikhail Skibar, First Deputy
Governor of Novgorod Oblast
Tel. (81622) 78380

Fax (81621) 31330

Mikhail Godgildiev, Chair of the
Industry Policy and International
Economics Relations Committee,
City of Novgorod

Tel. (81622) 73102

Fax (81622) 74783

Valerii Trofimov or Alexei Finikov,
Strategic Initiatives Inter-regional
Fund

Tel. (81621) 31-996

Fax (81621) 32-039

E-mail arpin@telecom.nov.ru



Background

Therolling hills and deep blue lakes that surround Mikolajki, atown of 8,600 in the
Mazurian Lake Region, have long made the town a prime tourist destination for many
Poles and increasingly for foreign tourists as well. Mikolgjki has awell developed
tourist infrastructure, with over 3,000 hotel rooms and a range of water sports and
hiking and cycling opportunities. However, the region in which the town islocated is
notorious for its lack of municipal services and high unemployment. To ensure repeat
business, Mikolajki needed to take measures to provide tourists with adequate services.

Innovation

Town leaders decided to work with local partners to strengthen the economic base by
supporting the development of tourism, extending the tourist season, and promoting an
environmentally friendly model of tourism. In cooperation with the Mazury Natural
Scenery Park, local businesses, and others, the town prepared a tourism development
strategy that plans for investments in roads, parking lots, cycling paths, and nature
trails. The strategy also calls for the creation of a Center for Education and Information
on Nature and a Tourist Information Center.

An integral aspect of the tourism plan was the creation of a Tourism Council, which
will serve as the mayor’ s advisory body as the plan isimplemented. Members on the
Tourism Council represent the local business community, NGOs, and academic
institutions concerned with environmental protection. The council’ s functions will
include providing input on decisions concerning construction and spatial planning and
proposing the preparation of tourism development plans based on expert opinions.

Results

Mikolajki’s Tourist Information Center has served more than 4,500 clients. Leaflets on
main tourist attractions, maps, and tourist guides have been published in Polish,
English, and German.

Infrastructure investment projects are improving the local energy and water supply. The
town is working with innkeepers, private farms, and nature reserves to devel op high-
standard services and a marketing strategy that promotes Mikolgjki nationally and
abroad. Most recently, the town installed a telecommunications system that enables
direct dialing to countries throughout the world. The town has succeeded in converting
its natural advantage as a beautiful site into tourist income and economic activity.

Economic Development and Planning

Involving the Business Community in
Economic Decisions

Nidzica, Poland

Summary

To build its tourism industry, the
town of Mikolajki has made
infrastructure and municipal
service delivery improvements a
priority. Working with innkeepers
and others involved in the tourist
industry, the town has developed
and is implementing a tourism
development plan that allows
Mikolajki to capitalize on its natural
beauty to boost the local economy.

For more information contact:

Jacek Maliszewski, Project
Coordinator
Tel./Fax (087) 216-850

Mikolajki Association
Tel. (087) 215-013



Background

The region of Nidzica consists of four gminas with atotal population of 35,700. Prior to
1990, agricultural production in Nidzicawas “collectivized.” In 1990, the collectivesin
the area were dissolved, and the unemployment rate skyrocketed. In addition to the
town’s growing economic problems was growing antagonism between the business
community and the local government. Although a Convention of Entrepreneurs-
Employers was operating in the region, with a membership of 20 firms, business
owners were unaware of local procedures and regulations with which they needed to
comply, and local government officials had little understanding of the effect of their
decisions and the lengthy bureaucratic procedures on businesses.

Innovation

To remedy this situation, the town of Nidzica, the Convention of Entrepreneurs-
Employers, and the NIDA Foundation (an independent NGO created in 1994 to encou-
rage economic development) signed an agreement in 1997. In the agreement, the three
parties pledged to cooperate in community promotion efforts, investment planning,
zoning decisions, and strategic planning for community development. The local govern-
ment empowered the representatives of the Convention of Entrepreneurs-Employers
and NIDA to review local legislation on taxes and deductions, zoning and spatial plan-
ning, and the town’s annual budget. A representative of the Convention was made a
permanent member of the Committee on Economic Devel opment.

The agreement facilitates a steady flow of information among the parties. The Conven-
tion representative keeps the local business community informed about the activities of
local government. NIDA provides a special computerized information service, through
which local businesses can access databases of economic information, potential busi-
ness partners, funding sources, consulting firms, local government resolutions, etc.

The parties have cooperated in several community development initiatives. Following a
proposal from the Convention of Entrepreneurs-Employers, the town council granted
property tax exemptions to properties or parts of properties located on ground meant for
industrial development. The Nidzica Scholarship Fund, which is financed by the
voluntary contributions of the municipal government, local businesses, and other insti-
tutions, has awarded scholarships to twenty-two students. The tri-sector agreement has
established aloan guarantee fund that gives small and medium-size firms access to
commercial credit, which has already created more than 300 jobs. The parties have also
established atraining center that offerstraining in job skills to unemployed workers and
in business issues for small and medium-size businesses. Since the center opened, 130
representatives of local business have participated in training on taxes and tax returns,
construction law, and supervision.

Results

Nidzica has benefited greatly from the ongoing cooperation of the public and private
sectors, which allows for stakeholder input into important decisions, and the new focus
on economic development and an investment-friendly environment. Since 1994, the
unemployment rate in Nidzica has fallen from 39 percent to 15 percent. The success of
the partnership in Nidzica has led other citiesin Poland to replicate its efforts. In
Leczyca and Olsztynek, letters of intent have been signed for the cooperation of three
sectors—private entrepreneurs, NGOs, and local authorities.

Economic Development and Planning

Summary

To improve the relationship
between the local government and
the business community and to
promote the economic growth of
Nidzica, the local government, a
local business coalition, and an
economic development NGO
signed an agreement spelling out
their roles and responsibilities and
pledging to work together. The
agreement has helped the public
and private sectors share
information and cooperate on
initiatives that promote economic
growth, which have contributed to
a substantial drop in the
unemployment rate.

For more information contact:

Krzysztof Margol, Project
Coordinator

Tel. (089) 625-22-26
Fax (089) 625-54-37



Shifting from Traditional to Modern
Economic Activities

Sibiu Judet, Romania

Background

Sheep farming traditionally has been one of the most important economic activitiesin
Romania, and athough it is not as common as it was, it has remained a basic economic
activity of communities in the mountain and hilly areas. It is one of the most important
economic activities in Sibiu Judet (county). Sheep farming traditions have continued for
centuries; it is atrade in which technological progressis amost nonexistent and
processes have remained unchanged.

Romania s transition to a market economy and economic decentralization had a disas-
trous effect on sheep farmers. Wool was increasingly exported as unprocessed raw
material. Asit went from being a processed good to raw material, its price dropped
drastically. This had a negative effect not only on the farmers themselves, but on the
processing, trading, and other industries that are dependent on the sheep farms. Fur-
thermore, farmers tried to get a better price for their wool by washing it in the nearby
rivers, contributing to the pollution of the water and posing a potential risk for the
natural environment.

Innovation

In May 1997, the “Local Consortium for the Development of Sibiu’s Outlying Areas’
was established to address the economic problems of the region. The consortium
consisted of the seven cities (Jina, Poiana, Saliste, Fantanele, Cristian, Rasinari and
Tilisca) in Sibiu County, aswell asthe local chamber of commerce, the Sibiu County
Prefect Office, the county council, local commodity exchange, and severa other NGOs.
Thelocal administrations agreed that addressing the problems of the sheep farmers and
wool producers would be a valuable start toward bolstering the region’s economy.

The resulting “Wool Road” program established eight wool purchasing centersin the
consortium villages, as well as awool washing center in Cristian. The villages were not
only concerned about job creation but also about the contamination and health risks
posed by wool washing. Thus, the new wool washing center was designed to use
modern environmentally friendly processes.

A number of governmental agencies and nongovernmental organizations cooperated to
make the program viable. The County Prefect Office coordinated all efforts; the county
and cities were responsible for setting up the purchasing centers; and the Work and
Social Protection Department provided support for credit. The Sibiu Chamber of Com-
merce and the commodity exchange established a“Wool Ring” to obtain the best prices
for the processed wool.

Results

The revitalization of sheep farming and new manufacturing facilities has created 30
new jobsin the outlying areas of Sibiu and is expected to further reduce unemployment,
expand the processing and trading of wool and its subproducts, and ultimately increase
the living standards of the population in the county. The local government will not only
benefit from the revenues of the sheep farming industry, but will also save costs of
addressing water pollution caused by outdated wool -washing methods.

Economic Development and Planning

Summary

To improve the local economy, Sibiu
County worked in close collaboration
with the municipal administrations,
NGOs, and citizens to develop and
implement strategies that would
stabilize the sheep farming industry
and make it financially viable. With
the new wool processing centers
and a wool washing center, the local
administrations believe they have
reversed the growing unemployment
rate and have saved the
environment from further
contamination caused by outdated
wool-washing methods.

For further information contact:

Crinu Andranut, Executive Director,
Romanian-German Foundation
Tel. (40-65) 210 899

Fax (40-65) 214 535

Dan Gheorghiu, Coordinator,
Consulting Team
Tel. (40-94) 616 512



Using a Tri-County Approach for Economic
Development

Arad, Caras-Severin, and Timis Judets, Romania

Background

In 1992, long before the concept of regiona development was known in Romania,
severa representatives of the local administration of the Arad, Caras-Severin, and
Timis Judets (Counties) discussed their region’s lack of a coherent development stra-
tegy and the need for a unified approach in implementing an economic development
policy in the Romanian region of Banat. Since both drafting and implementing such a
strategy had to result from an action taken by a specialized entity, the representatives of
the county councils, city halls, and chambers of commerce in the three counties decided
to establish the Banat Economic Promotion Union. Its stated aim was “to promote the
economic development, through specific projects, of the western part of Romania.” In
the context of a system where the decision-making process is strongly marked by an
excessive centralization, alegislative framework that is insufficiently clear, and a cen-
tral government that is suspicious of local initiatives, however, the union’s objectives
could not be put into practice.

Innovation

Despite the failure of their efforts to set up the Economic Promotion Union, local repre-
sentatives continued to look for opportunities to promote economic development. In
1995 local authoritiesin Arad, Caras-Severin, and Timis Counties established three
separate economic development entities as one agency. The Timis County Agency of
Economic and Social Development (ADETIM) is a unique operational structure that
focuses on the needs of the region. It is structured as a foundation, with a managing
board made up of local authorities and a staff of ten full-time employees. Initialy, the
equipment, administrative costs, and staff training were funded by an international
donor, but today the agency operates as an independent structure. It generates revenue
by charging fees for its services; the three counties are its most important clients.

ADETIM was created to identify global and sector development issues, to identify
opportunities for economic growth, and to promote joint economic activities. ADETIM
also conducts seminars and workshops on issues related to local economic development
and has drafted a brochure and investment guide for the Banat region. It has helped
three cities in Arad, Caras-Severin, and Timis Counties draft medium-term develop-
ment strategies.

Results

With the passage of the Regional Economic Development Law in early 1998, thereis
now alegal framework defining the concept, terms, and operational structures of
regional economic development in Romania and requiring the establishment of regional
economic development agencies. Unheard of when it began, the counties’ six-year-old
initiative now is legally sanctioned and encouraged by the national government.

The efforts of the county government and the local chamber of commerce have taken
shape through a viable structure with expertise and qualified staff. ADETIM has proven
to be aviable body, functioning under free market principles. It has undertaken the
tasks of evaluating local economic potential, identifying domestic and international
funding sources, supporting the activity of small and medium-size enterprises, encou-
raging the development of the private sector, and attracting foreign investors and

Summary

To encourage regional approaches
to economic development, the
counties of Arad, Caras-Severin,
and Timis have established
ADETIM, an economic
development agency that identifies
global and regional development
problems, implements solutions,
and promotes joint economic
development activities.

For more information contact:
Viorel Coifan, Chairman of the
Timis Judet Council

Tel. (40-56) 193 676

Sergiu Balasa, Director of ADETIM
Tel. (40-56) 194 131



capital. These efforts have contributed to the economic and socia

development of the Banat region.

Economic Development and Planning

Creating a System of Support for
Entrepreneurs

Zelow, Poland

Background

As Poland continues its transition to a market economy, local communities have found
that the layoffs and unemployment that often accompany the privatization and restruc-
turing process can create social and economic crises. When a state-owned textile mill in
Zelow went bankrupt, for example, the unemployment rate of the gmina and surroun-
ding areas skyrocketed to over 40 percent. Many communities have recognized a need
to diversify their economic bases, foster entrepreneurship, entice new businesses to the
area, and increase access to capital.

Innovation

To improve the local economy, the gmina of Zelow initiated efforts to support local
businesses and attract new industry. Working with the Ministry of Labor and Socia
Policy, international donors, local labor offices, regional and other local governments,
and the Zelow Development Foundation (a nonprofit NGO created in 1991), the city
actively supports the development and promotion of small and medium-size enterprises.
Local businesses now have access to consultation and training, bank financing, and
loans for start-up and working capital. In addition, the Foundation’ s Business Incubator
helps newly established companies by providing benefits, such as low-cost rent, access
to skilled secretarial staff and modern office equipment, supervision and facility man-
agement, and promotion to potential domestic and foreign partners.

Results

Largely as aresult of the joint efforts of the public and private sectors, the unemploy-
ment rate in Zelow today is just 13 percent. The Zelow Enterprise Fund has made 42
credit guarantees and 103 loans, creating over 700 new jobs. In addition, 11 companies,
with 147 workers, are currently involved in the Business Incubator program.

The success of the entrepreneur programsin Zelow has led neighboring communities,
including Belchatow, Tguszyn, Lask, Pabianice, Buczek, and Sieradz, to establish
Entrepreneurship Support Centers. In Lask, an entrepreneurship support team provides
beginning entrepreneurs with advice and consultations; in Sieradz, the newly estab-
lished Society for the Development of the Central Region publishes a monthly news-
letter devoted to economic matters. In each city that has replicated and adapted Zelow’s
approach to economic development, new businesses and jobs have resulted.

Municipal Association Development and Capacity Building

Improving Communication Among Public
Finance Offices

0

Summary

To encourage and support new
businesses, the gmina of Zelow
worked with public and private
partners to provide consultations
and training, financing
opportunities, and technical
assistance. Through its efforts,
Zelow has created hundreds of
jobs and reduced the
unemployment rate by over 25
percent.

For more information contact:

Alicja Paprocka

Zelow Development Foundation
Tel. (0048) 44-634-1014

E-mail frgz@pt.onet.pl

Krzysztof Chmura, Former Vice
Mayor of Zelow

Tel. (0048) 22-654-1846

E-mail Igpp@medianet.pl



Bosnia-Herzegovina

Background

Asacountry in transition, both from war to peace and from a centralized to a market
economy, Bosnia-Herzegovina (BiH) is reforming its policies, procedures, and institu-
tions. Good communication is a basic need for successful reform. Among the results of
the recently ended war in Bosnia-Herzegovina, however, was a damaged infrastructure
that made communication difficult. Communication among colleagues and different
levels of government was limited. Most communication was conducted by telephone
and fax, which were extremely unreliable. The lack of communication avenues among
municipalities, the recently formed cantons, and the national government’s Ministry of
Finance made it hard to obtain information on newly implemented budgeting proce-
dures and financial reporting requirements. A feeling of isolation was common for local
government officials.

Innovation

As away to bridge the information gap among all levels of government, the newly
formed Citizen Association for Public Finance-Sargjevo (UG-JAFIS) undertook an
initiative to link finance offices via electronic mail—a new concept for government and
public finance practitioners. This involved using the newly developed Internet system
of the Post, Telephone & Telegraph (PTT) organization, the provider of telecommuni-
cations services in the Federation of BiH. In February 1998, UG-JAFIS sponsored an
introductory training seminar on the benefits of using computers and e-mail in everyday
work. Approximately 20 senior officials from al of BiH’s 10 cantons, UG-JAFIS, and
the Federation Ministry of Finance attended the training session. The magjority of the
attendees had no experience in using computers or e-mail. A Bosnian who worked as a
staff assistant for a U.S. nonprofit organization conducted the training program.
Following the training, the staff assistant established e-mail accounts and addresses for
each of the finance ministry offices. Additional on-site training was then conducted to
help users understand how to send and receive e-mail, how to use Internet browsers,
and how to transmit documents. By July 1998, atotal of 24 e-mail accounts had been
established.

Results

Since the first training seminar, practitioners within the finance ministries have used
e-mail to exchange a variety of information. They have used e-mail to communicate
with individuals and groups; learn about legidlative processes, share budgetary and
financial data, and transmit required budget and financial reports to the Federation
Ministry of Finance. By establishing e-mail as a regular communication mechanism
among cantonal Ministries and Departments of Finance and the Federation Ministry of
Finance, it is now easier to obtain legal documents, comments, drafts of laws, and other
financial information. Information from around the world has become available to
practitioners who were out of touch during the four years of war in BiH. In addition, the
new mechanism has improved personal and professional communication among finance
professionals, including those who were on different sides during the war.

Cantona and municipal finance officers are in the process of expanding their use of
communication technologies by establishing local area networks (LANS) within their
jurisdictions. In addition, a separate information network is being developed to directly
link financial offices throughout the Federation. The local project manager continues to

Summary

To help improve communi-
cation among governments
a al levels, UG-JAFIS, a
newly formed association of
finance officers, established
e-mail accounts in cantonal
offices and the Federation
Ministry of Finance. UG-
JAFIS also provided training
in sending and receiving e-
mail messages and using the
Internet to senior officialsin
al 10 cantons. Asaresult, it
isnow easier for local
officials to share information
with one another; to learn
about new and proposed
legislative processes; and to
transmit required budget and
financia reportsto the
Federation Ministry of
Finance.

For more information
contact:

Ljiljana Simunovic,
President of UG-JAFIS, and
Head of Public Revenues &
Expenditures, Federation
Ministry of Finance

Tel. 387-71-206-304

E-mall
fmfbudge@bih.net.ba

Kevin Kenzenkovic,
KENZE, Inc.
Tel. 847-604-8055



provide assistance (via phone) to Internet users, which has helped ensure

the sustainability of the effort.

Municipal Association Development and Capacity
Building

Providing Technical Assistance
Through Mentoring

Bulgaria

Background

The Association of Rhodopy Municipalities (ARM), the first regional
association of local authorities in Bulgaria, was founded in 1992 by six
municipalities; Banite, Devin, Lacky, Madan, Rodozem, and Zlatograd.
Today, the association has 17 member municipalities, most of which are
very small, both in staff size and population. Because they tend to lack
architects, lawyers, and other specialists, it is difficult or impossible for
these municipalities to solve day-to-day problems. Furthermore, as the
system of government evolves, local governments continue to take on new
obligations and responsihilities.

Innovation

To address the needs of its member municipalities, ARM began a mentoring and peer
assistance program in 1997. Municipal officials in need of assistance make arequest at
ARM’s offices. ARM staff then contact specialists (usually full-time city employees) in
jurisdictions that have knowledge about and experience in how to resolve the problem.
The municipality requesting help may also receive written materials that discuss the
legal framework of the issue and/or offer practical suggestions for steps to take. After
the assistance, ARM disseminates a report among its members so they can benefit from
the experiences of the others.

Member municipalities are entitled to six days of technical assistance per year, which
they may use al at once or in severa phases. ARM covers 67 percent of the expenses,
which include the experts’ fees, per diem, travel expenses, printed materias, etc. The
other 33 percent is covered by the municipality that receives the assistance.

Results

ARM has provided technical assistance to 15 municipalities and more than 55 muni-
cipal officialsin municipal property, privatization, territorial development and plan-
ning, budgeting and finance, strategic planning, and service delivery. The mentoring
program helps ARM build and maintain a database on municipal issues, problems, and
solutions and share innovative solutions with member jurisdictions. In addition, the
program has contributed to new and better working relationships among ARM member
municipalities and officials from larger municipalities in Bulgaria.

Citizen Participation in the Municipal Decision-Making

Process

Mobilizing the Community for Urban
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Summary

To provide practical solutions to
concrete problems that municipal
officials from one municipality
cannot solve alone and to help
municipalities establish contacts,
and share knowledge and
experience, the Association of
Rhodopy Municipalities operates a
mentoring and peer assistance
program. More than 55 local
government officials from 15
municipalities have been served by
the program.

For more information contact:

Petya Gegova, Executive Director,
Association of Rhodopy
Municipalities

Tel./Fax ++359-301-230-41

E-mail arm@sm.unacs.bg



Revitalization

Bielsko-Biala, Poland

Background

As Poland moves to a free-market economy, its cities are looking to maximize their
potential for tourism and other economic uses while preserving their architectural and
cultural heritage. Y ears of deferred maintenance, limited resources, and lack of support
from residents make it difficult to implement comprehensive urban revitalization
programs. Cities have found that they can mitigate or overcome these obstacles by
involving all sectors of the community, sharing experiences, and building upon the
successes and failures of other programs.

Innovation

Infall 1996, the city of Bielsko-Biala organized a cross-sectoral task force to plan the
revitalization. The six task force members included Bielsko local authorities, represen-
tatives from the city’ s development and historic preservation office, and members of
the community (including an art gallery owner, the chair of the local chapter of the
Chamber of Commerce, and a priest). The task force developed a strategic workplan
defining and prioritizing the revitalization activities that were needed. These included
making the Old Town revitalization plan a part of the city’s housing policy, preparing
resolutions for the city council, forming a new office to oversee the revitalization proj-
ect, reserving funds to support initial operating costs, and planning public support acti-
vities. When the new office began its activities, the task force reviewed and commented
on the master plan and hel ped develop public relations materials aiming at building
public support for the project. The task force continues to provide advice and input.

Bielsko-Biala s approach to economic development has been examined and discussed
throughout the country. Building upon this and other examples, seven other municipali-
ties (Klodzko, Plock, Przemysl, Rybnik, Sopot, Zamosc, and Ziebice) have embarked
on collaborative revitalization projects that make use of citizen task forces. The city’s
experience a so has been disseminated through the Foundation Center for Housing
Initiatives, a nonprofit organization in Warsaw that recently assisted in institutionaliz-
ing the network of participating gminas through the Revitalization Forum Association.
The Association currently engages 20 municipalities across Poland in exchanges of
information and institutional experience in historic preservation and economic
development.

Results
Using participatory mechanisms to plan and implement urban revitalization programs

has been shown to be effective in dealing with complex issues. When an active group of

community representatives works with elected authorities to make decisions, decision
making is put in the hands of the community that will be affected by the changes.
Building public support for revitalization and ensuring the involvement of institutions
and individuals representing a variety of viewpoints and local interests becomes a
central element of the program.

The communities have benefited greatly from the work of the task forces. In Bielsko-
Biala, for example, the task force has helped the city set priorities regarding its many
revitalization needs. The task force also helps coordinate specific projects, such asthe
renovation of selected buildings, the preservation of the city’ s character, and decisions
about the types of businesses that should be encouraged, with the city’s overall devel-
opment plan. Furthermore, the task force provides the city with a vehicle to engage
citizens in the decision-making process.
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Summary

To plan for economic development
and garner citizen support for
related programs, the city of
Bielsko-Biala convened a
revitalization task force. The
members of the task force provide
advice in renovation and
rehabilitation programs and help
the city prioritize its strategies.
Seven other cities in Poland have
replicated Bielsko-Biala’s approach
to urban revitalization.

For more information contact:

Alina Muziol-Weclawowicz,
Fundacja Centrum Inicjatyw
Mieszkaniowych

Tel. +48-22-822-2656

Fax +48-22-823-1303

Mgr inz. arch. Mariola Polak-
Opyrchal, President’s
Plenipotentiary on Revitalization of
Bielsko Old Town
Tel.+48-33-270-11

Fax +48-33-270-12



Citizen Participation in the Municipal Decision-
Making Process

Planning for Community Development

Dzerzhinsk, Russia

Background

Dzerzhinsk, acity of 300,000 people located on the River Oka about 400
kilometers east of Moscow that was the center of the Soviet chemical
industry, wanted to restructure its economy. The city’s 10 major chemical
factories have suffered heavily from Russid s economic crisis and are
operating at only 20 percent of capacity. The factories also have had a
severe impact on the city’s health and environmental systems. A 1996
report published by Greenpeace ranked Dzerzhinsk as one of the most
polluted cities in Russia. To solve these problems, the mayor and several
civic leaders, with help from a U.S. nonprofit organization, developed a
community development plan for Dzerzhinsk.

Innovation

Dzerzhinsk Mayor Alexander Romanov appointed a committee to develop
a strategic development plan with input from a broad cross-section of the
community. This committee consisted of 36 people representing the city
council and administration, business leaders, and local NGOs. The

committee used a community development model that helps the community: (1) define
its strengths and weaknesses; (2) develop an ideal vision for itself; (3) match the ideal
vision with reality; (4) define the specific steps that need to be taken in order to achieve
the vision; and (5) implement the vision.

The project was atypical because from the outset it involved a diverse number of civic
groups, not just business associations and major enterprises. The press was invited to
participate in most activities, and all meetings were open and accessible to whomever
wished to come. After four intensive meetings, the committee held a public hearing to
solicit input from a broader range of citizens. This was among the first times that such a
public hearing was held in Dzerzhinsk.

Using the information gained from the hearing, the committee produced a statement of
long-term goals and objectives, addressing education, health care for children and pen-
sioners, environmental cleanup, recruitment of new industries, diversification of the
economy, improvement of the municipal infrastructure, and professionalization of city
management. The committee also developed a short-range action plan to address imme-
diate community needs and appointed subcommittees to take on these tasks.

Results

At the beginning of the project, there was little positive attitude or willingness compro-
mise, and some citizens believed that their opinion didn't really matter. Civic groups
had to be encouraged not only to educate their own members, but to reach out to others.
In the end, however, a spirit of teamwork emerged and consensus on the problems
evolved. Citizen activists were very involved, both as members of the planning commit-
tee and as participants of the open hearing.

Today, the mayor of Dzerzhinsk, city council leaders, department heads, business
leaders, and civic groups are working together to implement elements of the strategic
plan. Among the programs underway are efforts to establish a fund for business support

Summary

To deal with environmental and
economic problems plaguing the
city and to encourage citizen
participation in local government,
the mayor of Dzerzhinsk appointed
a citizens commission charged
with developing a long-term
strategic plan for the city. City
leaders, the business community,
and civic activists played a role in
developing this plan and continue
to work toward achieving the goals
that have been identified.

For more information contact:

Vladimir Sergeievich Voronoi,
Chief of the Department of Anti-
Monopoly Policy and Small
Business, City of Dzerzhinsk
Tel. 7-8313-21-53-74

Fax 7-8313-33-22-16



and to attract investment; reorganization of library information systems;
reform of communal housing and provision of services; development of
exhibit space for small businessesto “show” and sell their services or
products to potential buyers; establishment of a Human Rights Center; and
a health standards initiative that includes efforts to promote healthy
lifestyles, prevent illness, and provide for rehabilitation.
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helps the community: (1) define its strengths and weaknesses; (2) develop an ideal
vision for itself; (3) match the ideal vision with reality; (4) define the specific steps that
need to be taken in order to achieve the vision; and (5) implement the vision.

The project was atypical because from the outset it involved a diverse number of civic
groups, not just business associations and major enterprises. The press was invited to
participate in most activities, and all meetings were open and accessible to whomever
wished to come. After four intensive meetings, the committee held a public hearing to
solicit input from a broader range of citizens. This was among the first times that such a
public hearing was held in Dzerzhinsk.

Using the information gained from the hearing, the committee produced a statement of
long-term goals and objectives, addressing education, health care for children and pen-
sioners, environmental cleanup, recruitment of new industries, diversification of the
economy, improvement of the municipal infrastructure, and professionalization of city
management. The committee also developed a short-range action plan to address imme-
diate community needs and appointed subcommittees to take on these tasks.
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At the beginning of the project, there was little positive attitude or willingness compro-
mise, and some citizens believed that their opinion didn't really matter. Civic groups
had to be encouraged not only to educate their own members, but to reach out to others.
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Summary

To deal with environmental and
economic problems plaguing the
city and to encourage citizen
participation in local government,
the mayor of Dzerzhinsk appointed
a citizens commission charged
with developing a long-term
strategic plan for the city. City
leaders, the business community,
and civic activists played a role in
developing this plan and continue
to work toward achieving the goals
that have been identified.

For more information contact:

Vladimir Sergeievich Voronoi,
Chief of the Department of Anti-
Monopoly Policy and Small
Business, City of Dzerzhinsk
Tel. 7-8313-21-53-74

Fax 7-8313-33-22-16



In the end, however, a spirit of teamwork emerged and consensus on the
problems evolved. Citizen activists were very involved, both as members
of the planning committee and as participants of the open hearing.

Today, the mayor of Dzerzhinsk, city council leaders, department heads,
business leaders, and civic groups are working together to implement
elements of the strategic plan. Among the programs underway are efforts
to establish a fund for business support and to attract investment;
reorganization of library information systems; reform of communal
housing and provision of services; development of exhibit space for small
businesses to “show” and sell their services or products to potential
buyers; establishment of a Human Rights Center; and a health standards
initiative that includes efforts to promote healthy lifestyles, prevent illness,
and provide for rehabilitation.

Citizen Participation in the Municipal Decision-
Making Process

Improving Water Service

Chernivtsi, Ukraine

Background

Thelocal government of Chernivtsi (population 261,000), located in southwestern
Ukraine, has begun to tackle the city’ s number one problem: water service. The water
service problem is typical for communities throughout Ukraine, but in Chernivtsi the
problem is exacerbated by a strained relationship between the water utility (the VVodo-
kanal) and its customers. In fact, last year the water utility was named “ public enemy
number one’ by the regional office of the state department for consumer protection.
Customers complain because the water supply is intermittent, the water is discolored,
and fees are rising. Legidative changes mean that the water utility is no longer eligible
for funding from the central government; instead, it must appeal to the local govern-
ment for approval of its prices and financial assistance in the form of budget transfers,
relief from local taxes and fees, and/or loan guarantees. Without the support and confi-
dence of its customers—and the local government—the financial position of the water
utility will deteriorate even further.

Innovation

To help forge better relations between the water supply enterprise and its customers, the
city of Chernivtsi adopted a plan to increase transparency by providing information to
the public, involve the community in establishing priorities for capital investment,
develop afinancia plan to analyze alternative investment decisions, and work with
NGOs so that they play a constructive role in community development.

In January 1998, the city established ajoint advisory committee, comprised of citizen-
customers and representatives from the city administration, the water enterprise, and
local NGOs. The twelve members met once or twice a month to look for waysto im-
prove water service delivery. The joint advisory committee broke into two subcom-
mittees. The finance subcommittee collected financial data from the water enterprise
and developed amodel that the committee could use to analyze the enterprise’ s current
condition and examine the effect of different investments on its finances, particularly
how the investments would affect revenues and user fees. Meanwhile, the customer
subcommittee used focus group and survey techniques to learn from water customers
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Summary

To help forge better relations
between the water supply
enterprise and its customers, the
city of Chernivtsi adopted a plan to
increase transparency by providing
information to the public, to involve
the community in establishing
priorities for capital investment,
and to develop a financial pl